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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Northwest lowa Planning and Development Commission
Spencer, 1A 51301

We have audited the accompanying financial statements of the governmental activities and the
major fund of Northwest lowa Planning and Development Commission, as of and for the year
ended June 30, 2008, which collectively comprise the Commission’s basic financial statements
as listed in the table of contents. These financial statements are the responsibility of the
Commission management. Our responsibility is to express opinions on these financial
statements based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with U.S.
generally accepted auditing standards and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as wel! as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

Because of the inadequacy of accounting records for the years prior to June 30, 2006, we were
unable to form an opinion regarding the amounts at which capital assets and accumulated
depreciation are recorded in the accompanying balance sheet at June 30, 2006 (stated at
$539,701 and $373,733, respectively) or the amount of depreciation expense for the year then
ended (stated at $53,670).

In our opinion, except for the effects of such adjustments, if any, as might have been
determined to be necessary had prior-year records concerning capital assets and related
accumulated depreciation been adequate, the financial statements referred to in the first
paragraph present fairly, in all material respects, the respective financial position of the
governmental activities and the major fund of Northwest lowa Planning and Development
Commission at June 30, 2006, and the respective changes in financial position thereof for the
year then ended in conformity with U.S. generally accepted accounting principles.
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In accordance with Government Auditing Standards, we have also issued our report dated

July 26, 2007 on our consideration of Northwest lowa Planning and Development Commission’s
internal control over financial reporting and our tests of its compliance with certain provision of
laws, regulations, contracts and grant agreements, and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

The Commission has not presented management’s discussion and analysis which introduces
the basic financial statements by presenting certain financial information as well as
management’s analytical insight on that information that the Government Accounting Standards
Board has determined is necessary to supplement, although not required to be a part of the
basic financial statements.

Our audit was performed for the purpose of forming opinions on the financial statements that
collectively comprise Northwest lowa Planning and Development Commission’s basic financial
statements. The supplementary information included in Schedule 1, Schedule of Expenditures
of Federal Awards required by U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, is presented for the purpose of
additional analysis and is not a required part of the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic

financial statements taken as a whole.
| (] A5
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Exhibit A

NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
STATEMENT OF NET ASSETS
JUNE 30, 2006

ASSETS:
07211 2 RUTTTTT U T U TSP POTOTPPTIRR $ 424,073
Accounts Receivable:
Grantor AgENCIES ...veiiierr ettt 100,134
Other sources - net of $18,396 allowance for unccllectible accounts ................. 121,682
Notes receivable - EDA/RLF - net of $22,252 allowance for uncollectible accounts 286,615
Capital @SSBLS = MEL ..viiiiei 165,968
TOTAL ASSETS $1.098.472
LIABILITIES:
Payable t0 grantor 8gENCIES ...vivverreioiriiiiic s $ 5218
Compensated abSENCES ... 42 856
48,074
NET ASSETS:
Invested in capital assets - net of related debt ... 165,968
Restricted for:
EDA/RLF PrOgram ..ot 473,147
B IR T= T 14 vl o NTUTTE TR OO 411,283
TOTAL NET ASSETS $1,050,398

See Nofes to Financial Statements
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NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2006

Program Revenues

Exhibit B

Charges
Expenses for Services Grants Total
FUNCTIONAL/PROGRAM ACTIVITIES
Governmental Activities:
Administration ......cooovviiviieenn. $1,179.874 $326,937 $700,539 3 (152,398)
General Revenues:
Local dues v, 56,369
Interest iNCOME ......ooeviiiviiiiiis 23,551
Miscellaneous ......ccoveeveeeiiieinnnnn. 550
Total General Revenues 80,470
CHANGE IN NET ASSETS (71,928)
NET ASSETS - BEGINNING OF YEAR 1,122,326
NET ASSETS - END OF YEAR $1,050,398

See Notes to Financial Statements
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Exhibit C

NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
BALANCE SHEET
GOVERNMENTAL FUND
JUNE 30, 2006

ASSETS
ASSETS:
[O7: 1= o WENUUUUUT OO RO R U T O TU OO USSRV PPUPTOIOTIN $ 424,073
Accounts receivable:
Grantor @QBNCIES ...oiviiiiiiir i 100,134
Program aCCOUNT .....eei i 116,376
Other sources - net of $19,396 allowance for uncollectible accounts ................. 121,682

Notes receivable - EDA/RLF - net of $22,252 allowance for uncollectible accounts 286,615

TOTAL ASSETS $1,048,880

LIABILITIES AND FUND BALANCES

LIABILITIES:
Payable to administration account ... $ 116,376
Payable 10 grantor agenCies ... 5,218
TOTAL LIABILITIES 121,594

FUND BALANCES:
Reserved for

EDA/RLF PrOQram oot s e bbb e e 473,147
W =YYy V< o U PSSO PO POt 454,139
TOTAL FUND BALANCES 927,286
TOTAL LIABILITIES AND FUND BALANCES $1.048.880

RECONCILIATION OF GOVERNMENTAL FUNDS TO STATEMENT OF NET ASSETS
Total governmental fund balances (see above) ... $ 027,286

Amounts reported as net assets for governmental activities in the statement of
net assets are different from above because:

Capital assets used in governmental activities are not financial resources and

therefore not reported inthe fund ... e 165,968

Compensated absences are not due and payable in the current period and

therefore are not reported inthe fund ... (42,856)
NET ASSETS OF GOVERNMENTAL ACTIVITIES $1.050,398

See Notes to Financial Statements
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Exhibit D

NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGE IN FUND BALANCE - GOVERNMENTAL FUND
FOR THE YEAR ENDED JUNE 30, 2006

REVENUE:
State and federal Grants ... $ 700,539
Public support and special Projects .....ccccvciiiiii 326,937
[ Tor= | e (V=S U U T U OSSP OP PP PPPPN 56,369
INEEIEST INCOIME it et 23,551
IS G ANBOUS ooeeiiii ettt ettt e et e e e e 550
TOTAL REVENUE 1,107,946
EXPENDITURES:
St 1= T <L O PP OO ST UPTOTOR 564,965
C oM ACE DO it s e 23,526
Employee benefits ... 118,218
Payroll AXES ..veiviiriiiet e 42,816
NISUFEIMCE Loiiiiii ittt ettt a e e ae e e e o e e e e b a b e s n b ra s et e nan e 12,252
ProfesSsSIONal SEIVICES ..o ittt ee e e e e 3,630
Dues and sUDSCHPHONS ...ioiiiiiiiie e 7,708
Office expense and PosStage ..o e 33,484
Employee training oo 2,841
MISCEIBNEOUS ..iiiiiiiiiiiiiieiiiitiiir bt a e ae e e e e e b s et ae s s e b e aseee s 12,072
Repairs and mainfenance ..........ccccciiiiiiii e e 5,162
AGVEITISING et e 4,327
Capital assets purchased ... 5,988
TEIEPNONE .viriree e e 22,632
UEHHIES oovarieiie it ee e et e bt s vt s e e e et e e e e e e e en ke e ekt a e a e 12,148
R ettt e e et et e e 37,335
OB SEIVICES ..ot iiiiiiiiiitieie et ettt s e s s e et e e e e ebbe s as s e st baba s e e e banas 10,814
=07 TSP 24,734
F T o T RO PP 1,748
SEIVICE ChargeS ..ot e e e e 8
Uncollectible 8CCOUNES ... i 41,648
EQUIPMENT IBASE «.iiiieiiiiiiiiiiirrr e e 12,372
Participant training ..o e 69,709
Participant SUPPOTE «..evieieiiiiiis ittt e 19,199
TOTAL EXPENDITURES 1,089,336
EXCESS OF REVENUE OVER EXPENDITURES 18,610
FUND BALANCE - BEGINNING ..o 908,676
FUND BALANCE - ENDING $ 927,286

See Notes to Financial Statements
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Exhibit £

NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE OF GOVERNMENTAL FUND
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2006

Net change in fund balance - governmental fund ..., $ 18,610

Depreciation expense is reported in the statement of activities but does not
require the use of current financial rescurces and therefore is not reported

as an expenditure N the TUN. ... e (53,670)
Capital assets purchased are reported as expenditures in the fund. ................ce 5,988
Compensated absences are not due and payable in the current period and

therefore are not reported in the fuNd. ... e (42,856)
CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES $ (71,928)

See Notes o Financial Statements
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NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS

NATURE OF ORGANIZATION

The Northwest lowa Planning and Development Commission (Commission) is the regional
planning and intergovernmental coordination agency in the Northwest lowa region
organized in 1973 under Chapter 473A and Chapter 28E of the lowa Code. The
Commission is the regional planning and coordination agency for Buena Vista, Clay,
Dickinson, Emmet, Lyon, O'Brien, Osceola, Palo Alto, and Sioux counties of lowa.

SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

For financial reporting purposes, the Commission has included all funds, organizations,
account groups, agencies, boards, commissions, and authorities. The Commission has
also considered all potential component units for which it is financially accountable, and
other organizations for which the nature and significant of their relationship with the
Commission are such that exclusion would cause the Commission's general purpose
financial statements to be misleading or incomplete. The Governmental Accounting
Standards Board has set forth criteria to be considered in determining financial
accountability. These criteria include appointing a voting majority of an organization’s
governing body, and (1) the ability of the Commission to impose its will on that
organization or (2) the potential for the organization to provide specific benefits to, or
impose specific financial burdens on the Commission. The Commission has no
component units which meet the Governmental Accounting Standards Board criteria.

Basis of Presentation

Government-wide Financial Statements - The Statement of Net Assets and the Statement
of Activities report information on all the nonfiduciary activities of the Commission. For the
most part, the effect of interfund activity has been removed from these statements.
Governmental activities are supported by intergovernmental revenues and are reported
separately from business type activities, which rely to a significant extent on fees and
charges for service.

The Statement of Net Assets presents the Commission’s nonfiduciary assets and
liabilities, with the difference reported as net assets. Net assets are reported in three
categories:

Invested in capital assets, net of related debt consists of capital assets, net of
accumulated depreciation and reduced by outstanding balances for bonds,
notes, and other debt attributable to the acquisition, construction, or
improvement of those assets, if applicable.

Restricted nef assets result when constraints placed on net assets use are
either externally imposed or imposed by law through constitutional provisions or
enabling legislation.

Unrestricted net assets consist of net assets that do not meet the definition of
the preceding categories. Unrestricted net assets often have constrainis on
resources imposed by management, which can be removed or modified.



NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS - Continued

2. SIGNIFICANT ACCOUNTING POLICIES - Continued

Basis of Presentation - Continued

The Statement of Activities demonstrates the degree to which the direct expenses of a
given function are offset by program revenues. Direct expenses are those clearly
identifiable with a specific function. Program revenues include (1) charges to customers or
- applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function and (2) grants, contributions restricted to meeting the
operational, or capital requirements of a particular function. Other items not properly
included among program receipts are reported instead as general revenues.

The Commission reports the following major governmental fund:

The General Fund is the general operating fund of the Commission. All general
revenues and other revenues not allocated by law or contractual agreement to
some other fund are accounted for in this fund. From the fund are paid the
general operating expenditures, the fixed charges, and the capital improvement
costs.

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been satisfied.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available.

Revenues are considered to be available when they are collectible within the current
period or soon enough thereafter to pay liabilities of the current period. For this purpose,
the Commission considers revenues to be available if they are collected within 60 days
after year end.

Intergovernmental revenues (shared revenues, grants, and reimbursements from other
governments) and interest are considered to be susceptible to accrual. All other revenue
items are considered to be measurable and available only when cash is received by the
Commission.

Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, compensated absences are recorded as expenditures only when
payment is due. Capital asset acquisitions are reported as expenditures in governmental
funds.

Under terms of grant agreements, the Commission funds certain programs by a
combination of specific cost-reimbursement grants and general revenues. Thus, when
program expenses are incurred, there are both restricted and unrestricted net assets
available to finance the program. It is the Commission’s policy to first apply cost-
reimbursement grant resources to such programs, followed by general revenues.




NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS - Continued
2. SIGNIFICANT ACCOUNTING POLICIES - Continued

Assets, Liabilities, and Fund Equity
The following accounting policies are followed in preparing the financial statements:

Cash - Cash balances are pooled and invested.
Accounts Receivable - The Agency utilizes the allowance method for accounting for

uncollectible accounts. At June 30, 2008, the allowance for doubtful accounts totaled
$41,648. No finance charges are added to unpaid balances.

Capital Assets - Capital assets, which include property, equipment, and vehicles, are
reported in the government-wide Statement of Net Assets. Capital assets are recorded at
historical cost or estimated historical cost if purchased or constructed. The costs of
normal maintenance and repair that do not add to the value of the asset or materially
extend lives are not capitalized. However, accounting records for years prior to June 30,
2006 are not adegquate to document whether balances are maintained in accordance with
generally accepted accounting principles.

Compensated Absences - Commission employees accumulate a limited amount of earned
but unused vacation and sick leave hours for subsequent use or for payment under
applicable circumstances.

Unused accumulated vacation hours are payable to employees upon termination,
retirement, or death. A liability is recorded in the government-wide financial statements
when incurred. The liability for accumulated unused hours at June 30, 2006 totaled
$28,754.

Unused sick leave hours are only paid upon retirement. Therefore, a liability is recorded in
the government-wide financial statements only when it relates o subsequent retirement
payments made. Accumulated unused sick leave at June 30, 2006 totaled $78,866.
Unused sick leave of $14,102 is accrued at June 30, 2006 as it relates to subsequent
retirement payments made. Additional unused accumulated sick leave of $64,764 has not
been recorded since the amount which may be required to be paid upon an employee’s
subsequent retirement cannot be determined.

The compensated absences liability has been computed based on rates of pay in effect at
June 30, 20086.

Fund Equity - In the governmental fund financial statements, reservations of fund bafance
are reported for amounts that are not available for appropriation or are legally restricted by
outside parties for use for a specific purpose.

Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are not reported as Required
Supplementary Information. As there is no legal requirement to adopt a budget, GASB 34
does not require this disclosure,

10



NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS - Continued

3. CASH

The Commission’s deposits at June 30, 2006 were entirely covered by federal depository
insurance or by the State Sinking Fund in accordance with Chapter 12C of the Code of
fowa. This chapter provides for additional assessments against the depositories to insure
there will be no loss of public funds.

The Commission is authorized by statute fo invest public funds in obligations of the United
States government, its agencies and instrumentalities; certificates of deposit or other
evidences of deposit at federally insured depaository institutions approved by the Board of
Directors; prime eligible bankers' acceptances’ certain high rated commercial paper;
perfected repurchase agreements; certain registered open-end management investment
companies; and certain joint investment trusts and warrants or improvement certificates of
a drainage district.

There were no investments at June 30, 2006.

4, CAPITAL ASSETS

Capital Assets

Accounting records for years prior to June 30, 2006 are not adequate to document
whether balances are maintained in accordance with generally accepted accounting
principles. A summary of changes in property and equipment comprising capital assets for
the year ended June 30, 2006 is as foliows:

Balance Balance
Beginning End
of Year Additions of Year
Capital assets:
Furniture and fixtures ................ $533,713 $ 5,088 $539,701
Accumulated depreciation ............ $320,063 $ 53,670 373.733
Capital assets - net $165,968

5. RESTRICTED NET ASSETS - NOTES RECEIVABLE

The Commission administers a revolving loan fund, known as the EDA-RLF, that makes
loans to businesses. Loans are subject to guidelines provided by the federal granting
agency and must stimulate the local economy and encourage job creation. The initial
funds were provided through a grant from the U.8. Department of Commerce, Economic
Development Administration, supplemented by a local match from various regional
sources. The fund has a portfolio of loans totaling $308,867 and a cash balance of
$186,532 at June 30, 2008. The tofal loans and cash balance maintained by this fund are
restricted to make additional [oans in the future.

Interest received on loans advanced under the EDA Revolving Loan Fund program can be
up to five percentage points under the current prime rate, but in no case less than a base
of four percent.

11



NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS - Continued

6. OPERATING LEASE

The Commission leases office space from Clay County. The lease contract calls for
monthly payments of $2,673. The contract expires June 30, 2008. The Commission also
leased an office in Sheldon, lowa from lowa Workforce Development. The lease contract
called for monthly payments of $215 and expired in July 2006. Total lease payments for
the year ended June 30, 2006 were $37,335.

The following is a schedule of future minimum rental payments required under operating
leases which have initial or remaining non-cancelable lease terms in excess of one year
as of June 30, 2006:

Year Ending June 30, Amount
2007 s $ 32,291
2008 s 32,076
Total $ 64,367

7. PENSION AND RETIREMENT BENEFITS

The Commission contributes to the lowa Public Employees Retirement System (IPERS)
which is a cost-sharing multiple-employer defined benefit pension plan administered by the
state of lowa. IPERS provides retirement and death benefits, which are established by
state statute to plan members and beneficiaries. IPERS issues a publicly available
financial report that includes financial statements and required supplementary information.
The report may be obtained by writing to IPERS, PO Box 9117, Des Moines, lowa 50306-
9117.

Plan members are required to contribute 3.70% of their annual covered salary and the
Commission is required to contribute 5.75% of annual covered payroll. Contribution
requirements are established by state statute. The Commission’s contribution to IPERS
for the years ended June 30, 2006, 2005, and 2004 were $32,385, $34,641, and $40,130,
respectively, equal to the reguired contributions for each year.

8. RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torts, theft, damage to and
destruction of assets, errors and omissions, injuries to employees, and natural disasters.
These risks are covered by the purchase of commercial insurance. The Commission
assumes liability for any deductibles and claims in excess of coverage limitations. Settled
claims from these risks have not exceeded commercial insurance coverage in any of the
past three fiscal years.

9. ECONOMY DEPENDENCY

The Commission received approximately 63% of its funds for the year ended June 30,
2006 from federal and state grants.

12
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Schedule 1

NORTHWEST {OWA PLANNING AND DEVELOPMENT COMMISSION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2006

CFDA Grant or Award Program
Grantor/Program Number Number Expenditures
DIRECT:
Economic Development Administration:
Economic Development Support for Planning Organizations  11.302 05-83-04140 $ 36,334
Economic Development Support for Planning Organizations 11.302 05-83-04265 7.532
Total CFDA #11.302 43,866
Economic Adjustment Assistance 11.307 05-39-02817 499,864
TOTAL DIRECT 543,730
INDIRECT:
U.S. Department of Labor:
lowa Department of Economic Development:
Workforce Investment Act:
WIA Adult Program 17.258 IWO3FRO 70,859
WIA Adult Program 17.258 IW04FRO 49.083
Total CFDA #17.258 119.842
WIA Youth Activities 17.259 IWQO3FRO 56,308
WIA Youth Activities 17.259 IWO4FRO 41,508
Total CFDA #17.259 98,216
WIA Dislocated Workers 17.260 IWQO3FRO 106,811
WIA Dislocated Workers 17.260 IWO4FRO 40,498
Total CFDA #17.260 147,308
Work Incentive Grants 17.266 IWO3FRO 5,188
Disabled Veterans’ Quireach Program {DVOP) 17.801 IWO3FRO 3.403
Labor Management Cooperation 34.002 IWO3FRO 5,151
Labor Management Cooperation 34.002 IWO4FRO 973
Total CFDA #34.002 6,124
Administration for Families and Children
lowa Department of Economic Development
Job Opportunities and Basic Skills Training:
Temporary Assistance for Needy Families 93.558 WQ3FRC 109,605
Temporary Assistance for Needy Families 03.558 IWO4FRGC 66,152
Total CFDA #93.558 175,757
U.S. Department of Transportation:
lowa Department of Transportation:
State Planning and Research 20.515 06-RPA-03 42,982
TOTAL INDIRECT 598,921
TOTAL $1,142,651

Basis of Presentation - The Schedule of Expenditures of Federal Awards includes the federal grant activity of the
Commission and is presented in conformity with the accrual basis of accounting. The information on this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Therefore, some amounts presented in this schedule may differ from amounts presented
in, or used in the preparation of, the basic financiai statements.

See Accompanying Independent Auditors' Report
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of the
Northwest lowa Planning and Development Commission
Spencer, IA 51301

We have audited the financial statements of the Commission as of and for the year ended
June 30, 2006 and have issued our report thereon dated July 26, 2007. We conducted our
audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Commission’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide an opinion on the internal control over
financial reporting. However, we noted certain matters involving the internal control over
financial reporting and its operation that we consider to be reportable conditions. Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the
design or operation of the internal control over financial reporting that, in our judgment, could
adversely affect the Commission’s ability to record, process, summarize, and report financial
data consistent with the assertions of management in the financial statements. Reportable
conditions are described in Part Il of the accompanying Schedule of Findings and Questioned
Costs.

A material weakness is a reportable condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. Qur consideration of
the internal control over financial reporting would not necessarily disclose all matters in the
internal control that might be reportable conditions and, accordingly, would not necessarily
disclose all reportable conditions that are also considered to be material weaknesses.

However, of the reportable conditions described above, we believe items II-A-06, 11-D-06, and
lI-E-06 are material weaknesses.

14
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Compliance

As part of obtaining reasonable assurance about whether the Commission’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing
Standards.

Comments involving statutory and other legal matters about the Commission's operations for
the year ended June 30, 2006 are based exclusively on knowledge obtained from procedures
performed during our audit of the financial statements of the Commission. Since our audit was
based on tests and samples, not all transactions that might have had an impact on the
comments were necessarily audited. The comments involving statutory and other legal matters
are not intended to constitute legal interpretations of those statutes.

This report, a public record by law, is intended solely for the information and use of the officials,
employees, and constituents of the Commission and other parties to whom the Commission
may report. This report is not intended to be and should not be used by anyone other than
these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel

of the Commission during the course of our audit. Should you have any questions concerning
any of the above matters, we shall be pleased to discuss them with you at your convenience.

(Sl oo 2 7

July 26, 2007
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1004 21st Street #4
P.O. Box 187
Milford, lowa 51351
Phone 712-338-2488
FAX 712-338-2510

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

To the Board of Directors of the
Northwest lowa Planning and Development Commission

Compliance

We have audited the compliance of the Commission with the types of compliance requirements

described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance

Supplement that are applicable to its major federal programs for the year ended June 30, 2006.
The Commission’s major federal programs are identified in Part | of the accompanying Schedule

of Findings and Questioned Costs. Compliance with the requirements of laws, regulations,

contracts, and grant agreements applicable to its major federal programs is the responsibility of

the Commission’s management. Our responsibility is to express an opinion on the
Commission's compliance based on our audit.

We conducted our audit of compliance in accordance with U.S. generally accepted auditing
standards, the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and OMB Circular A-133,

Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether non-compliance with the types of compliance requirements referred to above that could

have a direct and material effect on a major federal program occurred. An audit includes

examining, on a test basis, evidence about the Commission’s compliance with those
requirements and performing such other procedures as we considered necessary in the

circumstances. We believe our audit provides a reasonable basis for our opinion. Our audit

does not provide a legal determination on the Commission’s compliance with those
requirements.

In our opinion, the Commission complied, in all material respects, with the requiremenis referred
to above that are applicable to each of its major federal programs for the year ended June 30,

2006.
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internal Control Over Compliance

The Commission’s management is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grant
agreements applicable to federal programs. In planning and performing our audit, we
considered the Commission’s internal control over compliance with requirements that could
have a direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133.

We noted certain matters involving the internal control over compliance and its operation that
we consider to be reportable conditions. Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the design or operation of internal control over
compliance that, in our judgment, could adversely affect the Commission’s ability to administer a
major federal program in accordance with applicable requirements of laws, regulations,
contracts, and grant agreements. A reportable condition is described in Part lll of the
accompanying Schedule of Findings and Questioned Costs.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that non-
compliance with applicable requirements of laws, regulations, contracts, and grant agreements
caused by error or fraud that would be material in relation to a major federal program being
audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. Our consideration of the internal control over
compliance would not necessarily disclose all matters in the internal control that might be
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions
that are also considered to be material weaknesses. However, we believe the reportable
condition described above, item [I1-A-06, is a material weakness.

This report, a public record by law, is intended solely for the information and use of the officials,
employees, and constituents of the Commission and other parties to whom the Commission
may report, including federal awarding agencies and pass-through entities. This report is not
intended to be and should not be used by anyone other than these specified parties.

[ ok Kl 77

July 26, 2007
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NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2006

Part I: Summary of the Independent Auditors’ Results

(a) A qualified opinion was issued on the financial statements.

(b) Reportable conditions in internal control over financial reporting were disclosed by the audit
of the financial statements, including material weaknesses.

(c) The audit did not disclose any noncompliance which is material to the financial statements.

(d) A reportable condition in internal control over major programs was disclosed by the audit of
the financial statements, including a material weakness.

(e) An unqualified opinion was issued on compliance with requirements applicable to the major
programs.

(f) The audit disclosed no audit findings which were required to be reported in accordance with
Office of Management and Budget Circular A-133, Section .510(a).

(g) The major programs were CFDA number 11.307 Economic Adjustment Assistance and
CFDA number 17.260 WIA Dislocated Workers.

(h) The dollar threshold used to distinguish between Type A and Type B programs was
$300,000.

(i) The Commission did not qualify as a low-risk auditee.

Part il: Findings Related to the Financial Statements

Instances of Non-Compliance:

No findings were noted.
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NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
FOR THE YEAR ENDED JUNE 30, 2006

Part ll: Findings Related to the Financial Statements - Continued

Reportable Conditions

II-A-06

[I-B-06

H-C-06

Segregation of Duties - One important aspect of the internal conirol structure is the
segregation of duties among employees {0 prevent an individual employee from
handling duties which are incompatible. Responsibility for the custody, record-
keeping, and reconciling functions of revenues and expenses should be assigned to
different employees. We noted one individual performs incompatible duties due to the
Commission’s limited staff size.

Recommendation - We realize that with a limited number of office employees,
segregation of duties is difficult. However, the Commission should review its control
procedures to obtain the maximum internal control possible under the circumstances.

Response - We will investigate available alternatives to segregate duties where
possible and will establish review procedures where complete segregation is not
feasible.

Conclusion - Response accepted.

Disaster Recovery Plan - We noted that the Commission does not have a written
disaster recovery plan. A disaster recovery plan covers the data, hardware, and
software that is critical for a business to restart operations in the event of a natural or
human-caused disaster. It should also include plans for coping with the unexpected or
sudden loss of key personnel.

Recommendation - We recommend the Commission develop written policies
addressing the above items in order to improve the control over computer based
systems.

Response - The Commission will develop a written disaster recovery plan.

Conclusion - Response accepied.

Investment Policy - We noted that the Commission does not have a written investment
policy as required by lowa Code Section 12B.10B. An investment policy would
establish guidelines for investment objectives and would give management clearly
defined procedures in regard to the Commission’'s monies.

Recommendation - We recommend the Commission establish a written investment
policy in accordance with the lowa Code.

Response - We will establish a written investment policy.

Conclusion - Response accepted.
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NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
FOR THE YEAR ENDED JUNE 30, 2006

Part ll: Findings Related to the Financial Statements - Continued

Reportable Conditions - Continued

{I-D-06

I-E-06

[I-F-06

Capital Assets - We noted that the Commission does not have a detailed schedule for
the historical costs of capital assets. It also appears that items sold and obsolete
items have not been removed from the capital asset balances.

Recommendation - The Commission should prepare a schedule detailing all capital
assets purchased and should establish procedures for removing obsolete items from
the schedule and from the accounting system.

Response - We will prepare a schedule for capital assets that will incorporate the
above recommendations.

Conclusion - Response accepted.
Approval of Expenditures - Expenditures are approved by the Executive Director and

two signatures are required on all checks. However, we noted that expenditures are
not approved by the Board prior to payment.

Recommendation - We suggest the Commission consider establishing a policy to
require the Board to approve expenditures before they are paid.

Response - We will consider establishing a policy.

Conclusion - Response accepted.

RLF Loan Balances - We noted several loans that were delinguent in making
payments. Because of the inherent higher risk for these types of loans, the payments
made should be monitored closely and procedures should be in place to deal with
loans in default. We also noted that the semi-annual report for March 31, 2006 did not
show any amounis as delinquent, even though at least one loan was delinquent more
than 60 days. The semi-annual report also listed the cumulative contract amount of
administrative costs instead of the most recent 12-month period as requested on the
form.

Recommendation - We recommend the Commission implement procedures to more
closely monitor the payment status of loans receivable and correctly reflect the items
mentioned above on future semi-annual reports.

Response - We will monitor the payment status of loans receivable more closely and
correctly reflect the semi-annual report items noted.

Conclusion - Response accepted.
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NORTHWES.T JIOWA PLANNING AND DEVELOPMENT COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
FOR THE YEAR ENDED JUNE 30, 2006

Part Ii: Findings Related to the Financial Statements - Continued

Reportable Conditions - Continued

1-G-06 Accrual of Compensated Absences - We noted unused vacation and sick pay were not
accrued on the Commission's general ledger trial balance at June 30, 2006. When
material to the financial statements, applicable amounts should be accrued and
recorded on the financial statements.

Recommendation - We suggest the Commission record the applicable amounts of
unused vacation pay and sick pay.

Response - We will record unused vacation and sick pay as recommended.

Conclusion - Response accepted.

II-H-06  Accounts Receivable Adiustments - During our auditing procedures, we noted that
several amounts for grant writing revenue were not properly included in the June 30,
2006 accounts receivable balances. We also noted that dues for the 2007/2008 year
were improperly included in the accounts receivable balance at June 30, 2006.
However, the net effect of these items on accounts receivable at June 30, 2006 was
not material.

Recommendation - The Commission should establish procedures to ensure that all
invoices for services provided are submitted to the Finance Officer on a timely basis.
The Commission should also review the items in the accounts receivable balance at
the end of the fiscal year to ensure that revenues are recognized in the proper period.

Response - We will establish the recommended procedures related to recording
accounts receivable in the proper accounting period.

Conclysion - Response accepted.
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NORTHWEST IOWA PLANNING AND DEVELOPMENT COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
FOR THE YEAR ENDED JUNE 30, 2006

Part Ill: Findings and Questioned Costs for Federal Awards

Instances of noncompliance:

No matters were reported.

Reportable Conditions:
CFDA Number 11.307: Economic Adjustment Assistance

CFDA Number 17.260: WIA Dislocated Workers

HI-A-06 Segregation of Duties Over Federal Revenues - The Commission did not properly
segregate custody, record-keeping, and reconciling functions for revenues, including
those related to its federal programs. See item 11-A-06.
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Part IV;

NORTHWEST IOWA PLANNING AND DEVELOPMEN'T COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
FOR THE YEAR ENDED JUNE 30, 2006

Other Findings Related to Required Statutory Reporting

IV-A-06

IV-B-06

V-C-06

V-D-06

IV-E-06

IV-F-06

Questionable Expenditures - No expenditures that we believe may not meet the
requirements of public purpose as defined in an Attorney General's opinion dated
April 25, 1979 were noted.

Travel Expense - No expenditures of Commission money for travel expenses of
spouses of Commission officials or employees were noted.

Business Transactions - No business transactions between the Commission and
Commission officials or employees were noted.

Bond Coverage - Surety bond coverage of Commission officials and employees is in
accordance with statutory provisions. The amount of coverage should be reviewed
annually to insure that the coverage is adequate for current operations.

Board Minutes - No transactions requiring Board approval were noted which had not
been approved.

Deposits and investments - No instances of non-compliance with the deposit and
investment provisions of Chapter 12B and 12C of the Code of lowa were noted, except
that the Commission has not adopted a written investment policy.
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